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AUDIT  PLANNING  AND  OTHER  CONSIDERATIONS 


Background  information 
Compliance  Audit  Requirement 

The  Massachusetts  Office  of  Student  Financial  Assistance  (OSFA)  has  responsibiHty  to 
provide  oversight  for  all  post  secondary  institutions  that  participate  in  the  Massachusetts 
student  financial  aid  programs.  OSFA's  oversight  role  requires  that  it  develop  adequate 
safeguards  to  ensure  that  participating  institutions  are  accountable  for  the  proper 
administration  and  disbursement  of  state  funds.  Traditionally.  OSFA  had  relied  upon  the 
auditor's  examination  of  federal  programs  as  adequate  to  infer  administrative  compliance 
with  the  requirements  of  the  state  financial  aid  programs.  This  guide  has  been  developed 
to  provide  clarification  regarding  the  specific  policies  and  procedures  that  auditors  should 
follow  when  performing  compliance  audits  of  these  state  sponsored  programs.  The  guide 
should  be  used  by  independent  auditors  as  an  aid  in  determining  institutional  compliance 
with  the  applicable  laws  and  regulations  of  the  Commonwealth  of  Massachusetts. 

Relationship  to  Federal  Audit  Requirements 

To  participate  in  the  financial  aid  programs  administered  by  the  Commonwealth  of 
Massachusetts,  institutions  must  be  eligible  to  participate  in  the  Title  IV  student  financial 
assistance  programs  administered  by  the  U.S.  Department  of  Education.   Federal  audit 
requirements  specify  that  participating  institutions  must  annually  submit  a  compliance 
audit  of  their  administration  of  the  federal  student  financial  aid  programs.  For  many 
institutions  this  audit  requirement  is  satisfied  by  a  Single  Audit  of  the  institution  under 
the  guidelines  established  in  0MB  Circular  A- 133.  For  those  institutions  exempt  from 
the  requirements  of  the  Single  Audit  Act,  the  U.S.  Department  of  Education  requires  a 
program  specific  audit  of  the  federal  student  financial  aid  programs.   Under  the  audit 
guidelines  established  by  the  U.S.  Department  of  Education's  Office  of  the  Inspector 
General,  program  specific  audits  shall  be  performed  as  compliance  attestations  and  shall 
apply  the  attestation  standards  set  forth  in  Statement  on  Standards  for  Attestation 
Engagements  (SSAE)  No.  3  "Compliance  Attestation  "  as  established  by  the  American 
Institute  of  Certified  Public  Accountants  (AICPA). 

The  Audit  Guide  for  Compliance  Audits  of  Federal  Student  Financial  Assistance 
Programs  issued  by  the  U.S.  Department  of  Education's  Office  of  the  Inspector  General 
defines  the  required  management  assertions,  compliance  requirements  and  suggested 
procedures  for  independent  auditors  to  use  when  performing  program  specific  audits  of 
institutions  participating  in  the  federal  student  financial  aid  programs. 

This  audit  guide  extends  the  federal  compliance  attestation  requirement  to  all  institutions 
that  participate  in  the  student  financial  assistance  programs  administered  by  the 
Massachusetts  OSFA.  The  Massachusetts  OSFA,  has  developed  this  guide  to  assist 
independent  auditors  in  understanding  the  required  management  assertions,  compliance 
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requirements  and  suggested  procedures  necessary  to  perform  a  program  specific  audit  of 
the  Massachusetts  student  financial  assistance  programs. 

Purpose  of  the  Guide 

This  guide  has  been  prepared  to  assist  independent  auditors  in  performing  compliance 
audits  of  Massachusetts  Student  Financial  Aid  programs.  This  guide  is  effective  for 
OSFA  compliance  audits  (attestation  engagements)  for  fiscal  years  beginning  after  June 
30,  1998. 

The  Massachusetts  OSFA  requires  compliance  audit  reports  for  all  institutions  that 
participate  in  the: 

■  Massachusetts  Assistance  for  Student  Success  Program  (Scholarship  programs 
contained  in  annual  appropriation  act,  line  item  7070-0065) 

1 .  MASSGrant  (General  Scholarship  Program)  M.G.L.  c.  1 5 A  s.  1 6 

2.  Gilbert  Grant  (matching  scholarship  grants-independent  institutions  only)  M.G.L. 
c.  15AS.16 

3.  Christian  Herter  Memorial  Scholarship  M.G.L.  c.  15A  s.l6 

4.  Part-Time  Grant  (needs  based  financial  assistance,  public  institutions  only)  1 5 A  s. 
16 

5 .  Need  based  Cash  Grant  (needs  based  financial  assistance,  public  institutions  only) 
15A  s.  9B 

6.  Public  Service  Scholarship  Program  M.G.L.  c.  15A  s.  16 

7.  Massachusetts  No  Interest  Loan  Program  M.G.L.  c.  15A  s.  9(ee) 

8.  Performance  Bonus  Program  M.G.L.  c.  15A  s.  16 

■  Tuition  Waiver  (public  institutions  only)  M.G.L.  c.  15A  s.l9 

The  OSFA  requires  that  these  audits  be  performed  in  accordance  with  the  standards  for 
audits  of  the  U.S.  General  Accounting  Office's  Government  Auditing  Standards  (1994 
Revision)  issued  by  the  comptroller  general  of  the  United  States.  These  standards,  also 
referred  to  as  the  "Yellow  Book",  relate  to  audits  of  government  organizations,  programs, 
activities,  and  functions,  and  of  government  funds  received  by  contractors,  nonprofit 
organizations,  and  other  non-government  organizations.  The  standards  incorporate  the 
AlCPA  Statements  on  Auditing  Standards  for  fieldwork  and  reporting,  and  prescribe  the 
additional  standards  needed  to  meet  the  more  varied  interests  of  users  of  reports  on 
governmental  audits. 

These  standards  are  available  from  the  Government  Printing  Office  (GPO), 
superintendent  of  Documents,  Washington,  DC  20401 


Audit  Guide  -  Version  1 .0 


Page  2 


September  1998 


Objectives 

The  OSFA  compliance  attestation  objectives  are: 

■  To  determine  and  report  whether  the  institution's  management's  assertions  relative  to 
compliance  with  specified  compliance  requirements  in  this  guide  are  fairly  stated  in 
all  material  respects  (institutional  eligibility  and  student  eligibility,  disbursements, 
reporting  and  refunds). 

■  To  assist  OFSA  in  meeting  its  responsibilities  by  addressing  instances  of  material 
noncompliance  and  internal  control  weaknesses  and  providing  adequate  information 
for  OSFA  to  use  to  initiate  action. 

This  guide  requires  an  examination-level  attestation  engagement  relative  to  the 
institution's  management's  assertions  about  certain  compliance  aspects  related  to  OFSA 
program  participation.  Therefore,  in  addition  to  applicable  standards  contained  in  the 
Government  Auditing  Standards,  the  Statement  on  Standards  for  Attestation 
Engagements  (SSAE)  No.  3,  Compliance  Attestation,  issued  by  the  American  Institute  of 
Certified  Public  Accountants  (AICPA)  also  applies. 

This  guide  is  intended  to  be  used  by  ALL  institutions  that  administer  Massachusetts 
OSFA  funds,  EXCEPT: 

■  Institutions  of  higher  education  that  expend  a  total  amount  of  OSFA  administered 
student  financial  assistance  equal  to,  or  less  than  $25,000,  or  such  other  amount 
specified  by  the  Chancellor  in  any  fiscal  year. 

Disclaimer 

This  guide  is  not  intended  to  be  a  complete  manual  of  procedures,  nor  is  it  intended  to 
supplant  the  independent  auditor's  judgment  of  the  work  required.  Suggested  procedures 
described  may  not  cover  all  circumstances  or  conditions  encountered  at  a  particular 
institution.  The  independent  auditor  should  use  professional  judgment  and  due  care  to 
tailor  the  procedures  so  that  the  compliance  attestation  engagement  objectives  are 
achieved.  However,  all  applicable  management  assertions  contained  in  this  guide  must 
be  addressed  by  the  independent  auditor. 
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Engagement  Periods  and  Report  Due  Dates 


The  annual  period  to  be  audited  is: 

■  Compliance  based  on  the  institution's  fiscal  year  by  examining  and  reporting  on  the 
instimtion  management's  assertions  about  compliance  with  specified  Massachusetts 
laws  and  regulations,  in  accordance  with  SSAE  No.  3  and  Government  Auditing 
Standards. 

■  Compliance  attestation  reports  are  due  six  months  following  the  fiscal  year  end. 
Matters  Requiring  Immediate  Attention 

Irregularities  or  Illegal  Acts 

Professional  standards  require  independent  auditors  to  design  and  perform  procedures  to 
provide  reasonable  assurance  of  detecting  significant  illegal  acts.  Independent  auditors 
should  be  aware  of  fraud  or  high  risk  indicators,  recognizing  basic  weaknesses  in  internal 
control  and  performing  sufficient  substantive  tests.  The  independent  auditor  should  avoid 
performing  audit  steps  mechanically  (auditing  form  over  substance)  and  accepting 
explanation  for  audit  exceptions  without  question. 

If  the  independent  auditor  becomes  aware  of  illegal  acts  or  indications  of  such  acts,  that 
may  result  in  criminal  prosecution,  except  those  that  are  clearly  not  material,  the 
independent  auditor  should  use  discretion  to  avoid  any  actions  which  would  compromise 
the  protection  of  an  individual's  rights  or  the  integrity  of  any  potential  future 
investigations  or  legal  proceedings.  For  supplemental  guidance,  see  the  Government 
Auditing  Standards  and  Statement  on  Auditing  Standards  (SAS)  No.  53  and  No.  54, 
entitled.  The  Auditor's  Responsibility  to  Detect  and  Report  Errors  or  Irregularities  and 
Illegal  Acts  by  Clients,  respectively. 

The  independent  auditor  should  promptly  prepare  a  separate  written  report  concerning 
such  acts  or  indications  of  such  acts.  This  report  should  be  submitted  to  the 
Massachusetts  Office  of  Student  Financial  Assistance  at  the  address  below  within  30  days 
after  the  date  of  discovery  of  the  acts.  If  the  independent  auditor  decides  to  explore 
further  the  indications  of  such  acts  to  determine  the  size  and  seriousness  of  the  situation, 
the  report  should  be  submitted  within  30  days  after  the  independent  auditor  has 
completed  the  additional  work. 
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Reports  should  be  mailed  to: 


Massachusetts  Office  of  Student  Financial  Assistance 
Audit  and  Compliance  Division 
330  Stuart  Street,  Suite  304 
Boston,  Massachusetts  02116 

Auditor  qualifications 

The  independent  auditor  must  meet  the  qualification  and  independence  standards 
specified  in  Government  Auditing  Standards,  including  continuing  education 
requirements.  Internal  auditors  of  an  institution  are  not  independent  while  auditing 
within  it.  However,  the  independent  auditor  may  consider  the  work  of  the  internal 
auditors  in  performing  the  examination-level  compliance  attestation  engagement. 

Government  Auditing  Standards  require  the  independent  auditor  and  audit  firms  to 
comply  with  applicable  provisions  of  the  public  accountancy  law  and  rules  of  the 
jurisdiction  in  which  they  are  licensed  and  where  the  engagement  is  being  conducted.  If 
the  institution  is  located  in  a  state  outside  of  the  home  state  of  the  independent  auditor, 
and  the  independent  auditor  performs  substantial  field  work  in  the  institution's  state,  the 
independent  auditor  should  document  his/her  compliance  with  the  licensing  requirements 
of  the  public  accountancy  laws  of  that  state.  This  guide  does  not  impose  additional 
licensing  requirements  beyond  those  established  by  the  individual  State  Boards  of 
Accountancy. 
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Planning  Considerations 

Engagement  Letter 

An  engagement  letter  between  the  institution  and  the  independent  auditor  shall  be 
prepared  and  must  include  the  following: 

■  A  statement  that  the  compliance  attestation  engagement  is  to  be  performed  in 
accordance  with  SSAE  No.  3,  Government  Auditing  Standards,  and  this  guide; 

■  A  description  of  the  scope  of  the  engagement  and  the  related  reporting  that  will  meet 
the  requirements  of  this  guide; 

■  A  statement  that  both  parties  understand  that  OSFA  intends  to  use  the  independent 
auditor's  report  to  help  carry  out  its  oversight  responsibilities  with  respect  to  the 
Massachusetts  Student  Financial  Aid  programs;  and 

■  A  provision  that  the  independent  auditor  is  required  to  provide  OSFA,  and  their 
representatives  access  to  working  papers  (including  making  photocopies,  as 
necessary).  [The  independent  auditor  should  refer  to  AU  Section  9339, 
"Interpretations  of  AU  Section  339  'Working  Papers,'"  of  the  AICPA  Professional 
Standards  for  guidance.] 

Follow-up  on  Prior  Audit  Findings 

The  independent  auditor  should  review  prior  audit  findings,  including  previous 
auditor's  reports,  licensing  agency  reports.  If  there  are  no  prior  years  compliance  audit 
reports,  prepare  a  finding  to  that  effect. 

Site  Visits 

A  substantial  portion  of  an  institution's  records  and  processes  may  be  at  another 
location,  yet  enrollment/financial  aid  application  processes  and  attendance  monitoring 
are  generally  located  at  the  institution.  In  order  to  obtain  an  understanding  of  the 
related  internal  control  structure  and  to  assess  control  risk,  the  processes  that  take  place 
at  the  institution  must  be  observed.  Therefore,  the  independent  auditor  must  perform 
audit  procedures  at  the  institution  either  during  the  audit  or  during  the  audit  period. 
There  should  be  a  visit  to  every  location  in  the  first  year  of  an  engagement.  For  a 
cyclical  approach  to  be  acceptable,  each  location  should  be  visited  at  least  once  every 
two  years. 
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Corrective  Action  Plan 

OSFA  requires  an  institution  to  submit  an  applicable  corrective  action  plan  (CAP)  as 
part  of  its  compliance  attestation  report  package.  In  the  CAP,  which  must  be  on  the 
institution's  letterhead,  institution  officials  must  provide  a  statement  of  concurrence  or 
non-concurrence  with  the  independent  auditor's  findings  and  must  describe  the 
corrective  actions  taken  or  planned.  In  addition,  the  instimtion  must  comment  on  the 
stams  of  corrective  action  taken  on  prior  audit  findings.  Compliance  attestation  reports 
submitted  without  an  applicable  CAP  are  incomplete  and  will  be  returned  to  the 
instimtion. 

Compliance  Attestation  Engagement 

The  compliance  attestation  engagement  must  be  performed  as  an  examination  level 
engagement  in  accordance  with  SSAE  No.  3  and  Government  Auditing  Standards. 
Management's  written  assertions  are  the  basis  for  the  independent  auditor's  testing  and 
therefore  are  an  integral  part  of  the  engagement.  Such  assertions  normally  should  be 
obtained  from  management  in  a  letter  of  representation  to  the  independent  auditor.  The 
independent  auditor  should  also  obtain  management's  written  representations  as  discussed 
in  paragraph  70  of  SSAE  No.  3. 

The  institution  is  responsible  for  all  assertions  in  this  guide  even  if  the  institution 
contracted  with  an  outside  provider  to  perform  certain  of  the  compliance  activities 
covered  by  this  guide.  Institutions  shall  maintain,  or  have  access  to,  sufficient 
documentation  to  make  the  required  assertions  described  in  this  guide.  Institutional 
eligibility,  student  eligibility,  disbursements  to  students,  reporting  requirements  and 
refund  documentation  originates  at  the  institution.  If  necessary,  documentation  should  be 
obtained  from  the  outside  provider  so  management  can  make  the  required  assertions. 
Scope  limitations  because  of  management's  refusal  to  provide  the  assertions  required  by 
this  guide  may  result  in  termination  of  the  institution's  participation  agreement  for  non- 
compliance. SSAE  No.  3  paragraph  71  discusses  the  independent  auditor's  responsibility 
when  management  refuses  to  furnish  all  appropriate  written  representations. 

Consideration  of  Internal  Control  Structure  Over  Compliance 

Overall  guidance  for  the  consideration  of  the  internal  control  structure  in  an  examination- 
level  attestation  engagement  is  provided  in  Government  Auditing  Standards  and  in 
paragraphs  44-46  of  SSAE  No.  3.  Paragraph  44  of  SSAE  No.  3  states  that  the 
independent  auditor  should  obtain  an  understanding  of  relevant  portions  of  the  internal 
control  structure  over  compliance  sufficient  to  plan  the  examination  engagement  and  to 
assess  control  risk  for  compliance  with  the  specified  requirements.  The  independent 
auditor  must  document  this  understanding  and  his  assessment  of  control  risk 
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In  planning  the  engagement,  the  independent  auditor  should  be  aware  that  OS  FA 
programs  may  be  administered  by  more  than  one  organizational  component  within  the 
institution  and  that  each  component  may  maintain  a  separate  or  different  internal  control 
structure,  policies,  or  procedures  for  ensuring  compliance. 

Material  Weaknesses  and  Reportable  Conditions 

During  an  examination-level  attestation  engagement,  the  independent  auditor  may 
become  aware  of  reportable  conditions  or  material  weaknesses  in  the  institution's  internal 
control  structure  over  compliance. 

A  reportable  condition  is  a  significant  deficiency  in  the  design  or  operation  of  the  internal 
control  structure  over  compliance  that  could  adversely  affect  the  institution's  ability  to 
comply  with  the  specified  requirements. 

A  material  weakness  is  a  reportable  condition  in  which  the  design  or  operation  of  the 
internal  control  structure  does  not  reduce,  to  a  relatively  low  level,  the  risk  that 
noncompliance  with  one  or  more  specified  requirements  could  occur,  and  not  be  detected 
within  a  timely  period  by  employees  in  the  normal  course  of  performing  their  assigned 
functions. 

The  independent  auditor's  responsibility  to  communicate  these  deficiencies  in  an 
examination  of  management's  assertion  is  similar  to  the  independent  auditor's 
responsibility  described  in  SAS  No.  60.  However,  this  guide  requires  all  communications 
of  reportable  conditions  and  material  weaknesses  in  the  internal  control  structure  over 
compliance  to  be  in  writing  and  requires  the  independent  auditor  to  include  a  copy  of 
such  report(s)  in  the  independent  auditor's  reporting  package. 

Except  for  disclosing  reportable  conditions  and  material  weaknesses  as  described  above, 
no  other  reporting  on  the  internal  control  structure  over  compliance  is  required.  The 
Government  Auditing  Standards  requirement  for  a  report  on  internal  controls  based  on 
performing  a  financial-related  audit  does  not  apply. 

Materiality 

Paragraph  35  of  SSAE  No.  3  provides  guidance  on  the  independent  auditor's 
consideration  of  materiality  as  it  relates  to  each  separate  management  assertion  about 
compliance.  Materiality  for  purposes  of  compliance  assertions  differs  from  materiality 
for  financial  reporting  purposes.  Accordingly,  materiality  relates  to  each  separate 
management  assertion  about  compliance.  The  independent  auditor  should  consider  the 
materiality  of  management's  assertions  in  the  context  of  total  OSFA  funding  or  individual 
attribute. 
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Reporting  Noncompliance 

This  guide  requires  that  all  known,  or  likely,  errors  that  in  aggregate  total  $1000.  or  more, 
as  identified  by  the  institution's  management  in  its  assertions  or  by  the  independent 
auditor  during  his/her  engagement  be  reported  as  a  finding  in  the  Schedule  of  Findings 
and  Questioned  Costs.  This  applies  even  in  those  cases  where  corrective  action  was 
taken  by  the  institution  after  the  examination  period. 

Compliance  Attestation  Reporting 

The  institution  shall  transmit  the  institution's  compliance  reporting  package  and 
corrective  action  plan  to: 

Massaciiusetts  Office  of  Student  Financial  Assistance 

Audit  and  Compliance  Division 

330  Stuart  Street 

Boston,  Massachusetts  02116 

The  institution's  report  package  must  include  the  following: 

■  Report  on  management's  assertions  on  compliance 

■  Schedule  of  Findings  and  Questioned  Costs,  or  a  statement  that  there  were  "No 
Findings" 

■  Comments  on  resolution  matters  of  prior  audit  findings 

■  Reportable  conditions  or  material  weaknesses 

■  Report  on  illegal  acts 

Future  Revisions 

As  revisions  to  certain  auditing  standards  occur,  the  auditor  must  modify  audit 
performance  to  meet  the  revised  audit  standards. 

OSFA  may  periodically  revise  the  program  compliance  requirements.  The  auditor  is 
responsible  for  assuring  that  he/she  is  using  the  most  current  version  of  this  guide. 
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Compliance  requirements  and  management's  assertions 


Introduction 

■  Sets  forth  the  minimum  standards,  which  are  the  subject  of  management's  written 
comphance  assertions; 

■  Describes  the  related  comphance  requirements;  and 

■  Provides  guidance  on  the  general  approach  the  independent  auditor  should  consider  in 
designing  and  carrying  out  procedures  in  his  or  her  examination  of  management's 
written  assertions. 

The  suggested  procedures  in  this  section  are  not  intended  to  be  a  complete  set  of 
procedures  to  satisfy  the  engagement  objectives,  nor  are  they  intended  to  supplant  the 
independent  auditor's  judgment  about  the  testing  necessary  for  he  or  she  to  report  on 
management's  assertions. 

Preparation 

Auditor  should  be  familiar  with  relevant  statutes  and  sections  of  the  Massachusetts 
General  Laws  to  obtain  a  complete  understanding  of  the  compliance  requirements. 
Specific  requirements  may  change  periodically. 

To  perform  the  engagement,  the  independent  auditor  should  obtain,  read  or  have 
available: 

■  Massachusetts  General  Laws,  Chapter  15A  §  9B,  §9  (cc),  §  9  (ee),  §.16,  and  §. 
19.  Chapter  30  §  42. 

■  Massachusetts  Student  Financial  Assistance  program  guidelines,  policies  and 
procedures 

■  Any  relevant  OSFA  or  Board  of  Higher  Education  "Dear  Colleague"  letters 

■  Other  practitioners  reports 

■  Regulatory  agency's  reports 

The  institution's 

■  Management  representation  letter 

■  Policy  Manuals 

■  Accounting  Manuals 

■  Relevant  Memorandums 

■  Procedural  Write-ups 

■  Flowcharts 

■  Internal  auditor's  reports 
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Institutional  Eligibility 


Required  management  assertion 

''[Institution!  complied  with  the  institutional  eligibility  and  participation  requirements 
listed  in  the  Massachusetts  OSFA  Audit  Guide  " 

Compliance  Requirements 

To  participate  in  the  Massachusetts  student  financial  assistance  programs,  an  institution 
must  be  an  eligible  private,  public,  independent,  for  profit  or  nonprofit  institution  of 
higher  education  issuing  associates  and/or  bachelor  degrees,  or  certificate  programs  or 
graduate  programs,  and  must  have: 

■  A  valid  Participation  Agreement  issued  by  the  Massachusetts  Office  of  Student 
Financial  Assistance. 

■  An  accreditation  letter  from  its  accrediting  agency  evidencing  that  the  institution  is 
fully  accredited  and  that  the  institution's  accreditation  is  in  force  as  of  the  date  of 
execution  of  the  Participation  Agreement. 

■  A  valid  U.S.  Department  of  Education  Institutional  Approval  Notice  that  lists 
approved  locations  and  eligible  programs  under  the  Title  IV  student  financial 
assistance  program. 

■  Been  licensed  to  conduct  business  or  programs  by  the  jurisdiction/agency  in  which  it 
is  located. 

■  Notified  the  Massachusetts  Office  of  Student  Financial  Assistance  within  ten  ( 1 0) 
days,  in  writing,  of  any  change  in  ownership,  consolidation,  or  dissolution,  or  any 
other  transfer,  suspension  or  discontinuance  of  any  facility,  branch  or  location  where 
notification  is  required  under  federal  law  or  regulation  pursuant  to  the  institution's 
participation  in  Federal  Title  IV  programs. 

In  addition  to  meeting  the  general  provisions  set  forth  in  the  institution's  Participation 
Agreement,  the  institution  must  be  in  compliance  with  all  laws,  policies  and  guidelines 
specific  to  any  financial  aid  program  established  by  the  Office  of  Student  Financial 
Assistance  and  the  Commonwealth  of  Massachusetts  that  the  institution  participates  in. 

Specific  institutional  eligibility  requirements  for  other  OSFA  programs  are  included  in 
Appendix  A  of  this  audit  guide. 
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Suggested  Procedures 

a)  Obtain  an  understanding  of  tiie  institutions  procedures  for  ensuring  compliance  with 
institutional  eligibility  and  participation  criteria. 

b)  Obtain  and  inspect  the  Institution's  OSFA  Participation  Agreement. 

1)        Determine  that  the  institution  is  properly  authorized  to  participate  in  the 
financial  assistance  programs  offered  at  the  institution  . 

c)  Obtain  and  inspect  the  Institution's  Institutional  Approval  Notice  to  participate  in  the 
federal  Title  IV  student  financial  assistance  programs. 

1)        Determine  that  the  institution  is  eligible  and  authorized  to  participate  in  the 
Title  IV  student  financial  assistance  programs. 

d)  Test  graduated  students'  academic  records  to  determine  that  educational  programs 
were  offered  and  were  conducted  in  accordance  with  eligible  program  guidelines. 

e)  Obtain  and  inspect  the  following  to  determine  that  the  institution  was  in  compliance 
with  its  accreditation  agency(s): 

1)  The  accreditation  letter  from  the  institution's  accrediting  agency  covering  the 
current  award  period. 

2)  Any  additional  correspondence  from  the  accrediting  agency. 

f)  Make  inquiries  of  institution's  management  and  obtain,  as  part  of  the  management 
representation,  written  representation  that  the  institution: 

1)       Notified  OSFA  of  any  change  in  ownership,  consolidation,  or  dissolution,  or 
any  other  transfer,  suspension  or  discontinuance  of  any  facility,  branch  or 
location  where  notification  is  required  under  federal  law  or  regulation. 
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student  Eligibility 


Required  Management  Assertion 

"[Institution]  complied  with  the  student  eligibility  compliance  requirements  listed  in 
the  Massachusetts  OS  FA  Audit  Guide'* 

Massachusetts  OSFA  Program  Descriptions 

■    Massachusetts  Assistance  for  Student  Success  Program 

1 .  MASSGrant  (General  Scholarship  Program) 

MASSGrant  is  a  grant  assistance  program  funded  by  appropriations  from  the 
Massachusetts  State  Legislature  in  accordance  with  Massachusetts  General  Law, 
Chapter  15 A,  Section  16.  The  MASSGrant  program  provides  need-based 
financial  assistance  to  undergraduate  students  who  reside  in  Massachusetts  and 
who  are  enrolled  in  and  pursuing  a  program  of  higher  education  in  any  approved 
public  or  independent  college,  university,  school  of  nursing,  or  any  other 
approved  institution  furnishing  a  program  of  higher  education.  The  MASSGrant 
provides  financial  assistance  to  Massachusetts  students  demonstrating  the  greatest 
financial  need. 

2.  Gilbert  Matching  Scholarship 

The  Gilbert  Matching  Scholarship  makes  funds  available  to  participating 
Massachusetts's  independent  institutions  of  higher  education  and  schools  of 
nursing.  At  least  one  hundred  percent  must  be  used  for  direct  financial  assistance 
to  needy  Massachusetts  undergraduate  students  to  enable  such  students  to  attend 
or  continue  to  attend  such  institutions. 

3.  Christian  A.  Herter  Memorial  Scholarship  Program 

The  Christian  Herter  Memorial  Scholarship  program  offers  scholarships  to 
twenty-five  students  annually  of  extraordinary  need  and  ability  selected  in  the 
tenth  or  eleventh  grades  by  persons  or  agencies  designated  by  the  Board  of  Higher 
Education  and  set  forth  under  the  regulations  of  this  program. 

4.  Part-time  Grant  Program 

The  Part-time  Grant  program  is  a  grant  assistance  program  that  provides  need 
based  financial  assistance  to  part-time  students  who  reside  in  Massachusetts  and 
who  are  enrolled  in  a  program  of  higher  education  in  any  approved  public, 
private,  independent,  for  profit  or  nonprofit,  institution  in  the  Commonwealth  of 
Massachusetts. 
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5.  The  Cash  Grant  Program 

The  Cash  Grant  program  was  designed  to  assist  needy  students  in  meeting 
institutionally-held  charges  such  as  mandatory  fees  and  non-state-supported 
tuition.  It  is  a  complementary  program  to  the  Need-Based  Tuition  Waiver 
Program.  The  program  is  designed  as  an  offset  of  the  Tuition  Waiver  Program  for 
the  purpose  of  providing  financial  support  to  those  individuals  who  would  be 
denied  the  opportunity  for  higher  education,  without  such  assistance 

6.  Public  Service  Scholarship  Grant  Program 

The  Public  Service  Scholarship  program  is  a  non-need  based  grant  program  that 
has  been  established  to  provide  educational  opportunity  to  the  family  members 
upon  the  loss  of  a  parent  and  or  spouse  who  is  killed  or  missing  in  the  line  of 
public  service  duty  in  the  Commonwealth  of  Massachusetts. 

7.  No  Interest  Loan  Program  (NIL) 

The  NIL  program  is  designed  to  provide  eligible,  needy  Massachusetts  residents 
attending  post-secondary  educational  institutions  in  Massachusetts  with  a  state- 
funded  loan.  Administered  by  the  Massachusetts  Office  of  Student  Financial 
Assistance,  the  NIL  program  offers  zero  interest  loans  to  assist  in  meeting 
educational  costs.  Students  have  a  maximum  of  ten  (10)  years  to  repay  their  NIL 
loan(s). 

8.  Performance  Bonus  Grant 

The  Performance  Bonus  Grant  provides  need-based  financial  assistance  to  the 
neediest  undergraduate  students  who  reside  in  Massachusetts  and  who  are 
enrolled  in  and  pursuing  a  program  of  higher  education  in  any  approved  public  or 
independent  college,  university,  school  of  nursing,  or  any  other  approved 
institution  furnishing  a  program  of  higher  education.  Students  must  be  eligible  to 
receive  a  MASSGrant  and  must  maintain  a  cumulative  grade  point  average  of  3.0. 

The  Tuition  Waiver  Program 

The  Tuition  Waiver  program  is  designed  to  provide  financial  support  to  those 
individuals  who  would  be  denied  the  opportunity  for  higher  education,  without  such 
assistance.  Over  the  years,  tuition  waivers  have  been  utilized  as  supplemental 
scholarships  in  campus-based  financial  aid  packaging  strategies.  The  single  Tuition 
Waiver  Program  consists  of  several  components  designed  to  ensure  maximum  access 
for  Commonwealth  residents  and  provide  incentives  for  improving  student  quality 
and  institutional  collaboration  as  follows:  need  based  waivers,  categorical  waivers, 
graduate  tuition  waivers,  and  additional  categories  of  waivers  as  approved  by  the 
Board  of  Higher  Education. 
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Compliance  Requirements 

A  grant,  loan  or  tuition  waiver  award  may  be  made  only  to  a  recipient  who  meets  the 
following  requirements: 

■  Is  eligible  to  receive  Federal  Title  IV  student  financial  assistance 

■  Has  met  the  Institution's  and  the  financial  aid  program's  enrollment  requirements 

■  Is  an  undergraduate  student  enrolled  in  an  eligible  course  or  in  the  process  of  attaining 
either  an  associate,  certificate  or  a  bachelor  degree 

■  Has  not  received  a  first  bachelors  degree  except  for  specific  programs  providing 
financial  aid  to  graduate  students 

■  Is  a  resident  of  the  State  of  Massachusetts  for  at  least  one  year  prior  to  the  opening  of 
the  traditional  academic  year,  and  is  a  U.S.  citizen  or  non-citizen  eligible  under  Title 
IV  regulations. 

■  Is  attending  an  eligible  post  secondary  institution  in  Massachusetts,  or  an  out  of  state 
Institution  that  has  a  reciprocity  agreement  with  the  State  of  Massachusetts 

■  Has  financial  need  and  be  eligible  under  the  federal  need  analysis  criteria  unless  the 
specific  program  is  not  need  based,  unless  otherwise  designated. 

■  Has  his  or  her  enrollment  status,  as  defined  in  the  program,  certified  to  the 
Massachusetts  Office  of  Student  Financial  Assistance  by  the  Institution 

■  Is  maintaining  satisfactory  academic  progress  according  to  institutional  definitions 
and  Federal  Standards 

■  Is  in  compliance  with  the  requirements  of  the  Military  Selective  Service  Act  or  has 
been  excused  therefrom 

■  Is  not  in  default  of  any  federal  or  state  loan  for  attendance  at  an  institution 

■  Does  not  owe  a  refund  for  any  previous  financial  aid  received 

Institutions  must  coordinate  the  OSFA  programs  with  the  other  Federal  and  non-Federal 
student  financial  assistance  programs  it  administers  and  must  establish  controls  to 
preclude  awarding  assistance  in  excess  of  students'  financial  need. 
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Suggested  Procedures 

1 .  Review,  evaluate,  and  document  the  institution's  procedures  for  determining  student 
eligibility. 

2.  Select  a  representative  sample  of  student  files  and  test  to  determine  whether  selected 
students  were  eligible  for  the  Massachusetts  student  financial  assistance  programs  for 
which  they  received  awards. 

3.  Obtain  and  inspect  student  academic  files,  financial  aid  files  and  other  files  to 
determine  if  the  student: 

(a)  Is  eligible  to  receive  Title  IV  student  financial  assistance 

(b)  Is  enrolled  in  an  eligible  program  for  at  least  the  minimum  required  number  of 
credits,  or  the  equivalent. 

(c)  Is  a  U.S.  citizen  or  eligible  non-citizen; 

(d)  Has  financial  need  (as  defined); 

(e)  Has  total  financial  assistance  that  does  not  exceed  financial  need; 

(f)  Is  in  compliance  with  Selective  Service  Registration 

(g)  Has  a  high  school  diploma,  general  equivalency  diploma,  or  has  demonstrated  an 
"Ability  to  Benefit" 

(h)  Has,  If  applicable,  provided  all  necessary  documentation  to  complete  verification; 

(i)  Is  maintaining  satisfactory  progress  (as  defined); 

(j)  Has  all  required  financial  aid  transcripts  on  file,  or  the  equivalent. 
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Reporting 


Required  Management  Assertion 

^^[Institution]  complied  with  the  reporting  requirements  listed  in  the  Massachusetts 
OSFA  Audit  Guide" 

Compliance  Requirements 

Institution's  receiving  OSFA  funds  are  required  to  ensure  that  reports  contain  reliable 
information  and  are  prepared  and  submitted  in  accordance  with  the  applicable  program 
guidelines. 

Reports  required  for  attestation  reporting: 
For  all  Programs: 

The  Institution  shall  submit  annually,  by  July  31,  account  reconciliation  for  all  state 
financial  aid  programs  that  the  institution  participates  in.  In  addition,  the  Institution  shall 
provide  data  to  OSFA  and  the  Board  for  Higher  Education  in  response  to  information 
requests  concerning  administration  and  evaluation  of  financial  aid  programs  available  to 
the  Institution's  students. 

For  Grant  Programs: 

The  institution  shall  be  required  to  furnish  to  the  Chancellor  annually,  by  August  31st,  a 
report  detailing  the  total  amount  of  grant  program  funds  received  and  expended,  the  total 
number  of  grant  awards  made  to  students,  and  the  average  grant  award  made  to  eligible 
students 

Tuition  Waiver  Program 

The  institution  shall,  for  each  program  requiring  such  a  report,  complete  annually,  by 
August  31,  a  report  detailing  the  number  and  characteristics  of  tuition  waiver  recipients 


Audit  Guide  -  Version  1 .0 


Page  17 


September  1998 


Suggested  Procedures 


1 .   Review,  evaluate  and  document  procedures  for  reporting  amounts  and  disclosures 
provided  in: 

(a)  Annual  Reconciliation  Report 

(b)  Responses  to  Information  Requests 

(c)  Grant  Award  Report 

(d)  Waiver  Information  Report 


2.   Obtain  and  inspect  the  required  reports. 

(a)  On  a  test  basis  determine  that  the  institution  performed  the  required  reconciliation 
and  disclosure  procedures  and  submitted  the  report  in  a  timely  manner. 

(b)  For  unmatched  and  mismatched  amounts  determine  that  the  institution  performed 
the  following: 

(1)  Promptly  researched  and  reconciled  detailed  records;  and 

(2)  Transmitted  corrections  to  OSFA 
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Disbursements 


Required  Management  Assertion 

"[Institution!  complied  with  the  disbursement  compliance  requirements  listed  in  the 
OS  FA  audit  guide" 

Compliance  Requirements 

■  The  independent  auditor  shall  review  student's  accounts  to  ensure  that  awards  from 
the  State  financial  aid  programs  are  properly  disbursed 

■  The  institution's  records  shall  reflect  all  disbursement  transactions  accurately  and 
identify  disbursements  by  OSFA  program. 


Payment  Periods 

Awards  are  generally  made  as  a  component  of  the  student's  total  financial  aid  package. 
Institutions  are  required  to  make  at  least  two  disbursements  during  the  traditional 
academic  year.  Students  must  continue  to  meet  eligibility  criteria  following  the  initial 
disbursement  to  be  eligible  to  receive  subsequent  disbursements.  Awards  may  not  exceed 
a  students  demonstrated  financial  need,  unless  otherwise  designated.  Specific  Program 
Requirements  are: 

■  Massachusetts  Assistance  for  Student  Success  Program 

MASSGrant  Program,  Gilbert  Matching  Grant  Program,  Part-time  Grant  Program, 
Need  Based  Cash  Grant  and  Performance  Bonus  Program  are  disbursed  to  the 
institution  in  two  equal  payments  corresponding  to  the  fall  and  spring  semesters  of  the 
traditional  academic  year.  Students  must  continue  to  meet  all  eligibility  criteria  as 
certified  by  the  institution. 

■  Christian  A.  Herter  Memorial  Scholarship  Program,  and  Public  Service  Grant 
Program 

Pre-payment  in  the  amount  of  the  total  award  for  each  semester  will  be  mailed  to  each 
institution  under  separate  cover. 

■  The  Tuition  Waiver  Program 

Tuition  waivers  are  awarded  as  a  component  of  the  students  financial  aid  package. 
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■    No  Interest  Loan. 

(a)  Shall  be  at  least  two  (2)  disbursements. 

(b)  Single  disbursement  if  current  date  is  greater  than  loan  period  end  date;  or,  loan 
period  is  less  than  155  days  in  length 

(c)  Subsequent  disbursements  must  occur  on  or  after  previous  disbursement  date 

(d)  Disbursements  must  be  whole  dollar  amounts  determined  by  dividing  loan 
amount  by  the  number  ot  disbursements 

(e)  Loan  increases  within  a  loan  period  are  considered  new  loans 

(f)  Late  disbursement  may  occur  up  to  45  days  from  the  borrowers  last  date  of 
enrollment 

Current  dates  if  less  than  or  equal  to  20  days  prior  to  start  of  loan  period.  20  days 
prior  to  start  of  loan  period  in  all  other  cases. 

Second  disbursement  (no  3''' disbursement) 

If  current  date  if  less  than  or  equal  to  20  days  prior  to  midpoint  of  loan  period, 
then  disbursement  date  is  20  days  prior  to  midpoint  of  loan  period.  Otherwise 
current  date  is  disbursement  date.  At  no  time  shall  second  disbursement  occur 
prior  to  first  disbursement. 

Second  disbursement  (3'''  disbursement  selected) 

If  current  date  if  less  than  or  equal  to  20  days  prior  to  1/3  point  of  loan  period, 
then  disbursement  date  is  20  days  prior  to  1/3  point  of  loan  period.  Otherwise 
current  date  is  disbursement  date.  At  no  time  shall  second  disbursement  occur 
prior  to  first  disbursement. 

If  current  date  if  less  than  or  equal  to  20  days  prior  to  2/3  point  of  loan  period, 
then  disbursement  date  is  20  days  prior  to  2/3  point  of  loan  period.  Otherwise 
current  date  is  disbursement  date.  At  no  time  shall  third  disbursement  occur  prior 
to  second  disbursement. 
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Suggested  Procedures 

Review,  evaluate  and  document  procedures  for 

(a)  Completing  loan  applications 

(b)  Recording  financial  transactions 

(c)  Disbursing  funds  by  payments  periods  and  within  timeframes  and  restrictions 

(d)  Conducts  entrance  and  exit  counseling 

(e)  Identifying  credit  balances  in  student  accounts 

Using  the  same  representative  sample  selected  to  test  student  eligibility  determine  that 
payments  are  properly  calculated  and  disbursed  according  to  the  program  requirements. 
Obtain  and  inspect  student  academic  and  fmancial  aid  files,  student  accounts  and 
attendance  records  and  test  to  determine: 

That  the  institution  DID  NOT: 

(a)  Release  funds  or  credit  a  student  account  for  a  student  on  a  leave  of  absence 

(b)  Make  a  second  and  or  subsequent  disbursement  prior  to  the  initial  disbursement 
date 

That  the  Institution: 

(a)  Has  a  completed  and  signed  promissory  note  for  Massachusetts  No  Interest  Loans 

(b)  Performed  and  documented  required  entrance  and  exit  counseling 
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Refunds 


Required  Management  Assertion 

[Institution]  complied  with  the  refund  requirements  in  listed  in  the  Massachusetts 
OS  FA  Audit  Guide 

Compliance  Requirements 
Massachusetts  Grant  Programs 

Refunds  to  OSFA  may  be  due  as  a  result  of  adjustments  to  EFC,  change  in  dependency 
status,  transfer,  withdrawal,  dropping  below  full  time  status,  or  an  approved  leave  of 
absence. 

■  If  the  institution  is  required  by  federal  regulation  to  perform  a  statutory  refund 
calculation  grant  award  amounts  must  be  considered  in  the  calculation 

■  Refunds  should  be  made,  in  the  timeframe  specified  within  OSFA  program  guidelines 
or,  in  a  timely  manner.  Refunds  should  be  made  to  OSFA  and  accompanied  by  a 
completed  refund  form. 

Massachusetts  No  Interest  Loan  Program 

■  Institutions  are  expected  to  refund  all  or  any  portion  of  Massachusetts  No  Interest 
Loan  disbursements  that  were  not  applied  by  the  recipient  to  educational  expenses 
during  the  academic  year. 

■  If  a  student  becomes  ineligible  as  a  result  of  a  change  in  enrollment  status,  NIL  loan 
proceeds  shall  be  returned  to  OSFA  within  30  days. 
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Suggested  Procedures 

Review,  evaluate  and  document  procedures  for 

(a)  Identifying  students  who  either  were  or  should  have  been  identified  as  withdrawn, 
dropped,  terminated  or  on  leave  of  absence 

(b)  Assuring  that  refunds  are  repaid  to  OSFA  in  a  timely  manner 

Using  the  same  representative  sample  selected  to  test  student  eligibility  and 
disbursements  determine  that  refunds  were  properly  calculated  and  disbursed  according 
to  the  program  requirements.  Obtain  and  inspect  student  academic  and  financial  aid  files, 
student  accounts,  attendance  records  and  cancelled  checks.  Determine  if  the  enrollment 
status  of  any  of  the  students  in  the  representative  sample  is  indicative  of  a  refund. 

For  each  student  identified  as  due  a  refund: 

(a)  Determine  the  amount  that  should  have  been  refunded 

(b)  Compare  refund  payments  made  to  calculated  amounts 

(c)  Determine  that  refunds  were  properly  paid  to  OSFA  or  to  students  within  the 
timeframes  established  by  law  or  regulation 
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Illustrative  Reports 


Exhibit  A.  Audit  Services  Checklist  and  Certification 

Exhibit  B.  Independent  Accountants'  Report  on  Management's  Assertions  on 

Compliance  with  Specified  Requirements  Applicable  to  The  Office  of  Student 
Financial  Assistance  Programs 

Exhibit  C.  Schedule  of  Findings  and  Questioned  Costs 

Exhibit  D.  Summary  Schedule  of  Prior  Audit  Findings 
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Exhibit  A 


Massachusetts  Office  of  Student  Financial  Assistance 
Audit  Services  Checklist  and  Certification 


YES 


NO 


I.  Selection  of  Auditor: 

Was  the  independent  auditor  selected  and  engaged  by  the  College  or 

University's  audit  committee  or  Board  of  Trustees?     

II.  Training  Requirements: 

Has  the  person  responsible  for  directing  your  audit  submitted  a  letter 
representing  completion  of  the  continuing  education  and  training 

requirements  for  performing  audits  in  accordance  with  Government     

Auditing  Standards  ("Yellow  Book")? 

III.  Experience/Qualifications 

A.  The  person  responsible  for  directing  your  audit  has  provided  a  letter  representing  the 
completion  of  the  following  number  of  Yellow  Book  audits: 


B.  The  Board  of  Public  Accountancy  has  the  following  information  about  the  audit  firm: 


0-1 


2-5 


6-10 


11  + 


no  history  of 


current 


sanctions  older  than  3 


sanctions 


sanctions 


years 


C.  The  external  quality  control  review  of  the  audit  firm  indicates: 


no  problems 


 current 

disqualification 


 disqualification 

older  than  tliree  years 


Signed: 


College/University  Representative 


Audit  Guide  -  Version  1 .0 


Page  25 


September  1998 


Exhibit  B 


Independent  Accountants'  Report  on  Management's  Assertions  on  Compliance  with 
Specified  Requirements  Applicable  to  The  Office  of  Student  Financial  Assistance 

Programs 

Addressee 
(Name  of  Entity): 

We  have  examined  management's  assertions,  included  in  its  representation  letter  dated 
(date),  that  (name  of  entity)  complied  with  the  following  compliance  requirements  as 
specified  in  The  Massachusetts  Office  of  Student  Financial  Assistance  Audit  Guide  for 
the  year  ended  June  30,  19XX: 

•  Institutional  eligibility 

•  Student  eligibility 

•  Reporting 

•  Disbursements 

•  Refunds 

As  discussed  in  that  representation  letter,  management  is  responsible  for  (name  of 
entity's)  compliance  with  those  requirements.  Our  responsibility  is  to  express  an 
opinion  on  management's  assertions  about  (name  of  entity)'s  compliance  based  on  our 
examination. 

Our  examination  was  made  in  accordance  with  standards  established  by  the  American 
Institute  of  Certified  Public  Accountants  and,  accordingly,  included  examining,  on  a 
test  basis,  evidence  about  (name  of  entity)' s  compliance  with  those  requirements  and 
performing  such  other  procedures  as  we  considered  necessary  in  the  circumstances.  We 
believe  that  our  examination  provides  a  reasonable  basis  for  our  opinion.  Our 
examination  does  not  provide  a  legal  determination  on  (name  of  entity)'s  compliance 
with  specified  requirements. 

In  our  opinion,  management's  assertion  that  (name  of  entity)  complied  with  the 
aforementioned  requirements  for  the  year  ended  June  30,  19XX  are  fairly  stated,  in  all 
material  respects. 

This  report  is  intended  solely  for  the  information  of  the  audit  committee,  management, 
and  The  Massachusetts  Office  of  Student  Financial  Assistance.  However,  this  report  is 
a  matter  of  public  record  and  its  distribution  is  not  limited. 


(Date) 
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Exhibit  C 

Example  Entity 
Schedule  of  Findings  and  Questioned  Costs 

Year  Ended  June  30,  19XX 

(List  findings  or  state  that  no  matters  are  reported.) 

Reference  Number 

Program: 

Description 

A  well  developed  finding  has  the  following  elements: 

•  The  condition  (what  is) 

•  Criteria  (what  should  be) 

•  The  effect  (the  difference  between  what  is  and  what  should  be) 

•  The  cause  (why  it  happened) 

Questioned  Costs 

Amount,  and  if  applicable,  the  computation 

Recommendations 

How  would  the  problem  be  corrected? 
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Exhibit  D 


Example  Entity 
Summary  Schedule  of  Prior  Audit  Findings 

Year  Ended  June  30,  19XX 


Reference 

Summary  of  Finding 

Status 

Planned/Partial 
Corrective  Action 

9X-01 

Description  of  finding  and 
questioned  cost 

Not  corrected 
(see  note  1 ). 

9X-02 

Description  of  finding  and 
questioned  cost 

Corrected. 

Note:  List  planned  corrective  actions  above  or  partial  corrective  actions  taken. 
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